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DEPARTMENT  OF  AGRICULTURE 

OFFICE  OF  THE  SECRETARY 
WASHINGTON,  D.C.  20250 


MESSAGE  FROM  THE  SECRETARY 


Efficient  and  effective  implementation  of  audit 
recommendations  made  by  the  Office  of  Inspector  General  continues 
to  be  crucial  to  improving  management  of  the  Department.  This 
has  been  a  major  initiative  for  USDA  Agency  Administrators. 
Although  the  workload  associated  with  audit  reports  continues  to 
increase,  agencies  made  a  concerted  effort  during  the  last  6 
months  to  implement  recommendations  for  program  improvements 
contained  in  audits. 


Secretary 
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Response  to  the  "In  Focus;  Implementing  the  CFO  Act"  section 
of  the  Inspector  General's  Semiannual  Report  to  Congress 


We  axe  pleased  that  the  Inspector  General  (IG)  acknowledges 
the  substantial  progress  the  Department  has  made  towaurd 
implementing  the  requirements  of  the  Chief  Financial  Officers 
(CFO)  Act. 

Major  deficiencies  in  USDA  financial  management  systems  and 
steps  to  correct  these  deficiencies  were  identified  in  the  USDA 
CFO  Implementation  Plan  that  was  submitted  to  the  Director, 

Office  of  Management  and  Budget  (0MB) ,  in  May  1991,  and  updated 
in  January  1992.  At  that  time,  major  accounting  system 
deficiencies  were  identified  in  OFM's  National  Finance  Center 
(NFC)  and  in  Forest  Service  (FS) .  Also  identified  were 
weaknesses  in  internal  controls  in  the  Department's  other 
accounting  systems.  The  IG's  audit  of  the  Fiscal  Year  (FY)  1991 
financial  statements,  reported  in  September  1992,  has  confirmed 
the  Department's  assessment  made  16  months  earlier. 

The  primary  goal  of  USDA's  CFO  Implementation  Plan  is  to 
provide  stronger  policy  guidance  and  management  of  accounting  and 
related  financial  management  activities  throughout  the 
Department.  The  Department's  CFO  and  the  agencies  have  been 
directed  to  put  into  place  systems  to  correct  the  noted 
deficiencies. 

Steps  that  have  been  taken  and  are  underway  include: 

•  The  Assistant  Secretary  for  Administration  (ASA)  has  been 
designated  as  the  Department's  Chief  Financial  Officer. 

•  A  new  career  SES  level  position  was  created  in  the  Office 
of  the  ASA  to  serve  as  the  Department's  Deputy  Chief  Financial 
Officer.  The  Deputy  CFO  position  was  advertised  widely  to  obtain 
the  best  possible  applicants.  A  highly  qualified  candidate  was 
selected  and  will  report  to  the  new  position  in  December  1992. 

The  Deputy  CFO  is  responsible  for  accomplishing  the  CFO 
Implementation  Plan  and  the  Department's  5-year  Financial 
Management  Plan  which  is  scheduled  for  submission  to  0MB  in 
December  1992.  Together,  these  plans  provide  the  framework 
needed  for  a  comprehensive  financial  management  systems 
improvement  program. 
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We  have  beg\in  a  review  of  the  functions,  staff  capcdsilities 
and  priority  of  work  assigned  to  agency  financial  management 
organizations.  Based  on  the  results  of  this  review,  we  will 
determine  the  need  for  realignment  of  authorities  and 
responsibilities  at  the  agency  level  and  the  type  of  training 
needed  to  strengthen  financial  mEmagement  in  each  agency 
component.  It  should  be  noted  that  the  Department  has  in  excess 
of  750  employees  in  the  accounting/ fincuicial  mauiagement  series. 
While  the  IG  indicates  that  the  Department  needs  to  place 
individuals  with  expertise  in  accounting  and  financial  management 
in  key  operational  and  policy  positions,  we  believe  that  the  job 
is  one  of  focusing  and  improving  existing  resources  in  this  area. 

•  We  are  pursuing  the  timely  development  and  installation 
of  near-term  corrections  for  the  most  serious  accounting  and 
internal  control  deficiencies  in  OFM's  NFC  and  in  FS  systems. 

•  We  are  implementing  a  project  to  modernize  administrative 
processes  throughout  the  Department  and  to  integrate  these 
administrative  processes  with  a  modern  accounting  and  financial 
reporting  system.  In  the  long  term,  this  system  will  correct 
existing  deficiencies  at  OFM's  NFC. 

•  Plans  are  under  development  for  long-term  financial 
management  system  improvements  in  FS. 

•  A  number  of  individual  USDA  agency  initiatives  include: 

FmHA  is  implementing  a  design  and  implementation  plan 
for  an  improved  agency-wide  program  and  financial 
information  system. 

FCIC  is  c\irrently  upgrading  its  agency-wide  automation 
capability  and  improving  its  prograum  and  financial 
information  systems. 

ASCS/CCC  have  plans  for  the  upgrade  of  automated 
equipment  and  systems,  including  improvement  in  their 
program  and  financial  management  information  systems 
over  the  next  3  years. 

FNS  has  successfully  implemented  the  first  phase  of 
their  financial  system  modernization  effort.  FNS 
continues  to  work  with  State  Agencies  to  improve  the 
timeliness  and  financial  integrity  of  State  operational 
and  performance  reports. 

—  FS  is  currently  working  on  financial  system 

improvements ,  particularly  in  the  area  of  improved 
property  management  and  accountability. 


2 


Funding  increases  for  improvements  in  USDA  financial 
systems,  including  the  preparation  and  audit  of  Consolidated 
Financial  Statements,  were  requested  in  FY's  1992  and  1993. 
Congress  did  not  provide  the  requested  increases.  As  a  result, 
these  activities  will  have  to  be  carried  out  within  existing 
levels  of  resources,  and  at  a  slower  pace  then  we  would  have 
preferred. 

It  should  be  noted  that  the  USDA  agencies — REA,  FCIC,  FmHA 
and  CCC — with  past  experience  in  preparation  of  financial 
statements  received  unqualified  opinions  from  the  IG  concerning 
their  work  in  this  area.  Similarly,  it  should  not  be  surprising 
that  agencies  with  little  experience  in  this  work  need  additional 
resources . 

The  Department  has  begun  a  major  shift  in  the  way  it  does 
business.  It  will  be  up  to  future  leaders  to  complete  the 
changes  we  have  set  in  motion. 
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EXECUTIVE  SUMMARY 


The  Secretary's  Management  Report  to  the  Congress  is  required 
by  the  Inspector  General  Act  Amendments  of  1988.  The  Act 
requires  that  the  Secretary  report  directly  to  the  Congress  on 
the  status  of  actions  taken  on  audit  recommendations.  This  is 
the  seventh  report  issued  under  the  Act  by  the  United  States 
Department  of  Agriculture  (USDA)  and  covers  the  6-month  period 
April  1  through  September  30,  1992.  The  report  reflects 
management's  implementation  of  audit  recommendations  contained  in 
reports  issued  by  USDA's  Office  of  Inspector  General  (OIG)  and 
explains  why  action  on  an  audit  remains  incomplete  1  year  from 
the  management  decision  date.  It  complements  the  OIG  Semiannual 
Report  to  Congress  which  includes  data  on  audit  reports  issued 
and  the  status  of  management  decisions  made  during  this  6-month 
period. 

Over  the  past  6  months,  the  Office  of  Finance  and  Management 
monitored  and  analyzed  510  audits  with  3,480  recommendations.  Of 
the  510  audits,  319  are  from  the  prior  6-month  period  and  contain 
2,604  recommendations  with  corrective  action  complete  on  1,095 
recommendations  or  42  percent.  Management  continues  action  to 
implement  the  remaining  recommendations. 

Action  is  complete  on  180  audit  reports.  As  a  result, 
management  recovered  $6,316,781  in  costs  which  should  not  have 
been  charged  to  USDA  programs  and  wrote  off  $1,945,697  determined 
to  be  uncollectible  due  to  bankruptcies,  excessive  cost  of 
collections,  legal  decisions,  or  terminations  in  progrcua 
participation.  Additionally,  management  recovered  $308,832  and 
wrote  off  $1,195,388  contained  in  21  audit  recommendations  with 
final  action.  Management  implemented  $38,875,098  in  fvinds  they 
determined  could  be  used  more  efficiently  and  determined  that 
$41,603,472  could  not  be  used  more  efficiently  as  recommended  by 
OIG  due  to  statutory  or  other  mandatory  requirements.  For  9 
audit  recommendations  with  final  action,  management  also 
implemented  $1,081,773  in  funds  they  determined  could  be  used 
more  efficiently  and  determined  that  an  additional  $737,124  could 
not  be  used  more  efficiently. 

Of  the  510  audits,  119  do  not  have  final  action  on  the  entire 
audit  1  year  from  the  management  decision  date.  Many  of  the 
management  decisions  to  effect  corrective  action  on  these 
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audits  involve  development  of  long-term  automated  system  cheuiges, 
formal  regulations  and  directives,  legal  implications,  actions  by 
non-USDA  agencies,  and  other  time-consuming  processes.  Of  these 
119  audits,  management  took  action  on  716  recommendations 
containing  $7,509,544  in  costs  that  management  determined  should 
not  be  charged  to  USDA  programs  (disallowed)  and  $252,026,461  in 
funds  they  determined  could  be  used  more  efficiently  (funds  to  be 
put  to  better  use) . 


Carryover 
Oct.  1,  1991  - 
March  31,  1992 


Management 
Decisions 
April  1- 
Sept.  30,  1992 


Total 


Universe  of  Audits 


Total  Audits: 

Number  of  Recommendations: 
Disallowed  Costs: 

Funds  To  Be  Put  To  Better  Use: 


319 

2,604 

$130,086,328 

$2,392,555,108 


191 

876 

$43,001,113 

$27,131,158 


510 

3,480 

$173,087,441 

$2,419,686,266 


Audits  With  Final  Action 


Total  Audits:  126 
Number  of  Recommendations:  830 
Disallowed  Costs:  $8,269,659 
Funds  To  Be  Put  To  Better  Use:  $80,450,618 


54  180 

127  957 

$54,592  $8,324,251 

$27,952  $80,478,570 


Audits  Without  Final  Action 


Total  Audits:  193 
Number  of  Recommendations:  1,774 
Disallowed  Costs:  $121,816,669 
Funds  To  Be  Put  To  Better  Use:  $2,312,104,490 


137 

749 

$42,946,521 

$27,103,206 


330 
2  523 
$164,763!i90 
$2,339,207,696 


Final  Action  on  Audit  Recommendations 


Total  Audits: 

43 

31 

74 

Number  of  Recommendations: 

163 

105 

268 

Disallowed  Costs: 

$1,110,366 

$360,184 

$1,470,550 

Funds  To  Be  Put  To  Better  Use: 

$1,096,546 

$722,351 

$1,818,897 

Audits  Under  Appeal  or  Legislative  Solution 

Total  Audits: 

18 

6 

24 

Number  of  Recommendations: 

102 

28 

130 

Disallowed  Costs: 

$13,402,948 

$3,665,932 

$17,068,880 

Funds  To  Be  Put  To  Better  Use: 

$62,932,057 

$89,186 

$63,021,243 
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DEFINITIONS 


Questioned  Cost.  A  cost  OIG  questions  because  of: 

•  an  alleged  violation  of  a  provision  of  a  law,  regulation, 
contract,  grant,  cooperative  agreement,  or  other  agreement 
or  document  governing  the  expenditure  of  funds; 

•  a  finding  that,  at  the  time  of  the  audit,  the  cost  is  not 
supported  by  adequate  documentation;  or 

•  a  finding  that  the  expenditure  of  funds  for  the  intended 
purpose  is  unnecessary  or  unreasonable. 

Disallowed  Cost.  A  questioned  cost  that  management  sustains  or 
agrees  is  not  chargeable  to  the  government. 

Funds  To  Be  Put  To  Better  Use.  A  recommendation  by  OIG  that 
funds  could  be  used  more  efficiently  if  management  took  actions 
to  implement  and  complete  the  recommendation,  including: 

•  reductions  in  outlays; 

•  deobligation  of  funds  from  programs  or  operations; 

•  withdrawal  of  interest  subsidy  costs  on  loans  or  loan 
guarantees,  insurance,  or  bonds; 

•  costs  not  incxirred  by  implementing  recommended  improvements 
related  to  the  operations  of  the  establishment,  a 
contractor ,  or  grantee ; 

•  avoidance  of  iinnecessary  expenditures  noted  in  preaward 
reviews  of  contract  or  grant  agreements;  or 

•  any  other  savings  which  are  specifically  identified. 

Management  Decision.  Management's  evaluation  of  the  audit 
findings  and  recommendations  and  the  issuance  of  a  final  decision 
by  management  concerning  its  response  to  the  findings  and 
recommendations,  including  necessary  actions. 

Final  Action.  Final  action  means: 

•  the  completion  of  all  actions  that  management  has  concluded 
are  necessary  in  its  management  decision  with  respect  to 
the  findings  and  recommendations  included  in  an  audit 
report ;  and 

•  in  the  event  that  management  concludes  no  action  is 
necessary,  final  action  occurs  when  a  management  decision 
is  made. 
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FINAL  ACTION  ON  AUDITS  AND  AUDIT  RECOMMENDATIONS 
WITH  DISALLOWED  COSTS  FOR  TEE  6-MONTH  PERIOD 
APRIL  1  -  SEPTEMBER  30,  1992 

The  chart  on  the  following  page  depicts  the  overall  status 
of  audits  with  disallowed  costs  for  this  reporting  period.  As  of 
April  1,  1992,  final  action  was  in  process  but  not  complete  on 
172  audits  with  $130,086,328  in  disallowed  costs.  Management 
decisions  were  made  during  the  period  on  104  audits  with 
$43,001,113  in  disallowed  costs.  Management  implemented  all 
recommendations  for  95  audits,  recovering  $6,316,781  in  costs 
that  should  not  be  charged  to  USDA  programs  and  writing  off 
$1,945,697  in  uncollectible  debts  due  to  bankruptcies,  excessive 
cost  of  collections,  legal  determinations,  or  terminations  in 
program  participation.  Additionally,  agencies  collected  $308,832 
and  wrote  off  $1,195,388  as  a  result  of  final  action  taken  on 
individual  audit  recommendations. 
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Final  Action  on  Audits  And  Audit  Reconmendations 
With  Disallowed  Costs 
April  1  -  September  30,  1992 


Disallowed 

Costs 

Number  of 

Audit  Reports 

Dollars 

A.  Audits  with  no  final 

action  as  of  April  1, 
1992 

172^ 

130,086,328* 

B.  Audits  with  management 

decisions  made  during 
the  period 

104^ 

43,001,113^ 

C.  Total  (A  +  B) 

276 

173,087,441 

D.  Final  action  on  audit 

reports 

95 

8,324,251^ 

1 .  Recoveries 

(a)  Collections 

4,110,852 

(b)  Other 

2,205,929 

2.  Writeoffs 

1,945,697 

3.  Subtotal  (1+2) 

8,262,478'* 

E.  Final  action  on  audit 

recommendations 

21 

1,470,550 

1 .  Recoveries 

(a)  Collections 

145,302 

(b)  Other 

163,530 

2.  Writeoffs 

1,195,388 

3.  Subtotal  (1+2) 

1,504,220'* 

F.  Total  final  action 

taken  during  the 
period 

9,794,801 

G.  Audit  reports  needing 

final  action  as  of 
September  30,  1992 

181 

164,763,190 
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1/  This  increase  is  the  result  of  one  audit  reported  as  funds  to 
be  put  to  better  use  for  October  1,  1991  -  March  31,  1992, 
versus  disallowed  costs. 

2/  This  reflects  two  additional  audits  and  $553,501  less 

than  the  OIG  Semiannual  Report  for  this  6-month  period.  The 
extra  audits  are  the  result  of  individual  agencies  making 
management  decisions  on  their  portion  of  multi-agency  audits 
and  $553,501  is  included  in  the  carryover  from  the  last 
report  due  to  management  decisions  on  multi-agency  audits. 

2/  This  eimount  was  reduced  by  $593,814  as  a  result  of  appeals 
and  documentation  obtained  by  the  agencies  to  support  the 
costs . 

4/  Agencies  recovered  an  additional  $565,711  not  identified  in 
OIG  audit  reports. 
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FINAL  ACTION  ON  AUDITS  AND  AUDIT  RECOMMENDATIONS 
WITH  FUNDS  TO  BE  PUT  TO  BETTER  USE  FOR  THE  6-MONTH  PERIOD 

APRIL  1  -  SEPTEMBER  30,  1992 

The  chcurt  on  the  following  page  depicts  the  overall  status 
of  audits  with  funds  to  be  put  to  better  use  for  this  reporting 
period.  As  of  April  1,  1992,  final  action  was  in  process  but  not 
complete  on  74  audits  with  $2,392,555,108  in  funds  recommended  to 
be  put  to  better  use.  Management  decisions  were  made  during  the 
period  on  17  audits  with  $27,131,158.  Management  implemented  all 
recommendations  in  21  audits  containing  $80,478,579  in  funds  to 
be  put  to  better  use.  Reconmiendations  for  $41,603,472  were  not 
put  be  better  use,  mainly  due  to  either  statutory  or  other 
mandatory  requirements.  Additionally,  agencies  took  action  on 
$1,818,897  contained  in  individual  audit  recommendations  with 
final  action  during  the  current  6  months. 
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Final  Action  on  Audits  and  Audit  Recommendations 
With  Funds  To  Be  Put  To  Better  Use 
April  1  -  September  30,  1992 


Funds  To  Be  Put  To  Better  Use 

Number  of 

Audit  Reports  Dollars 

A.  Audits  with  no  final 

action  as  of  April  1, 
1992. 

74^ 

2,392,555,108^ 

B.  Audits  with  management 

decisions  made  during 
the  period 

17 

27,131,158 

C.  Total  (A  +  B) 

91 

2,419,686,266 

D.  Final  action  on  audit 

reports 

21 

80,478,570 

1.  Value  of 

recommendations 

implemented 

38,875,098 

2 .  Value  of 

recommendations 
not  implemented 

41,603,472 

3.  Subtotal  (1+2) 

80,478,570 

E.  Final  action  on  audit 

r ecommendat ions 

9 

1,818,897 

1 .  Value  of 

r ecommendat i ons 
implemented 

1,081,773 

2 .  Value  of 

recommendations 
not  implemented 

737,124 

3.  Subtotal  (1+2) 

1,818,897 

F.  Total  final  action 

taken  during  the 
period 

82,297,467 

G.  Audits  reports  needing 

final  action  as  of 
September  30,  1992 

70 

2,339,207,696 

'One  audit  was  previously  reported  as  funds  to  be  put  to  better  use  in  lieu 
of  disallowed  costs  and  one  audit  with  $64,804  was  omitted  inadvertently. 
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AUDITS  UKDER  APPEAL  OR  LEGISLATIVE  SOLUTION 


The  table  on  the  following  page  reflects  24  audits  either 
under  appeal  or  a  legislative  solution  is  necessary  to  effect 
final  action.  These  24  audits  contain  130  recommendations 
involving  $17,068,880  in  disallowed  costs  and  $63,021,243  in 
funds  to  be  put  to  better  use.  Although  the  appeal  and 
legislative  processess  preclude  final  action  on  these  audits  in 
their  entirety,  management  completed  action  on  51  recommendations 
with  $986,332  in  costs  which  they  determined  should  not  be 
charged  to  USDA  programs  and  $4,221,724  in  fxinds  OIG  recommended 
could  be  put  to  better  use. 


AUDITS  UNDER  APPEAL  OR 
LEGISLATIVE  SOLUTION 


Agency 

Administrative 

Appeal 

Judicial 

Appeal 

Legislative 

Solution 

Disallowed* 

Costs 

(Dollars) 

Funds  To** 
Be  Put  To 
Better  Use 
(Dollars) 

ASCS 

7 

1 

0 

11,654,634 

732,538 

FmHA 

0 

0 

1 

0 

59,900,000 

FCIC 

0 

1 

0 

4,755,287 

244,200 

FS 

2 

2 

0 

0 

1,623,656 

SCS 

3 

0 

0 

293,517 

431,663 

FNS 

7 

0 

0 

365,442 

89,186 

TOTAL 

19 

4 

1 

17,068,880 

63,021,243 

•Management  completed  action  on  $986,332  in  costs  which  should  not  have  been  charged  to  USDA 
programs. 

••Management  completed  action  on  $4,221 ,724  in  funds  to  be  put  to  better  use. 
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APPENDIX  1 

AGENCY  AUDITS  WITHOUT  FINAL  ACTION  1  YEAR 
FROM  THE  MANAGEMENT  DECISION  DATE 

Agencies  did  not  complete  corrective  action  within  1  year  on 
119  audits.  The  71  audits  indicated  with  an  asterisk  (*)  were  in 
the  report  for  the  period  October  1,  1991,  through  April  1,  1992. 
Some  audits  contain  multiple  recommendations  affecting  the 
completion  of  final  action.  These  include  complex  system 
changes,  collection  activities,  development  and  implementation  of 
regulations  or  directives,  legal  implications,  investigations, 
actions  by  other  than  USDA  Agencies,  and  other  time-consuming 
corrective  action  to  implement  the  management  decisions.  The  119 
audits  contain  1,195  recommendations  and  action  is  completed  on 
716  recommendations  with  $7,509,544  in  disallowed  costs,  and 
$252,026,461  in  funds  to  be  put  to  better  use. 
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AGENCY  AUDITS  WITHOUT  FINAL  ACTION 
YEAR  FROM  THE  MANAGEMENT  DECISION  Di 
(DOLLARS) 
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Reason  Final  Action  Incomplete 

replacing  applications  funded  with  other 
preapplications  to  maintain  a  continuous  level  of  150 
percent  of  the  State's  annual  RRH  loan  allocation, 
reinstitute  the  requirement  for  State  Offices  to 
suballocate  RRH  funds  to  District  Offices  when  the 

State's  allocations  exceed  a  set  amount,  instruct  all 
State  Offices  to  give  each  District  Office  the 
opportunity  to  fund  applications  up  to  its  allocated 
amount,  require  State  Offices  to  report  the  number  and 
value  of  approved  preapplications  on  file,  and  follow 
up  with  the  Indiana  State  Office  to  make  sure  that 
inactive  preapplications  and  preapplications  with  low 
priority  point  scores  have  been  withdrawn.  Publication 
of  the  revised  regulations  is  anticipated  in  December 

1992.  FmHA  is  changing  its  accounting  system  to 
include  the  capability  of  tracking  the  number  of 
preapplications  and  applications  on  hand  at  any  given 
time.  This  is  delaying  final  action. 

The  audit  has  14  recommendations  of  which  12  are 
complete.  The  remaining  findings  are  that  FmHA  follow 

the  provisions  set  forth  in  the  Memorandum  of 

Understanding  (MOU)  and  either  revise  the  MOU  or  Form 

FmHA  1945-29  to  ensure  that  conditions  reported  in 

prior  audits  are  not  allowed  to  continue.  FmHA  signed 

a  new  MOU  with  ASCS  in  September  1992.  Final  action  is 

delayed  due  to  incorporation  of  the  MOU  into  the 

emergency  loan  training  package. 

The  audit  has  12  recommendations  of  which  9  are 

complete.  The  remaining  findings  are  that  FmHA  review 

the  projects  and  service  the  ineligible  loans  in 

accordance  with  FmHA  Instruction  1951-N;  adjust  loan 

accounting  records  to  reflect  the  loan  obligation  for 

the  Kernersville  Congregate  project;  report  any  Anti- 

Deficiency  Act  violations,  if  appropriate;  review  the 

Funds  To  Be  Put 
To  Better  Use 
(Total) 
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Reason  Final  Action  Incomplete 

exporters.  OGC  continues  to  evaluate  potential  action 
against  specific  exporters  in  light  of  legal  and 
regulatory  requirements  and  applicable  plea  bargain 
agreements.  016  has  re-opened  an  investigation  on  one 
tobacco  exporter.  These  actions  are  delaying  final 
action. 

FOREST  SERVICE 

The  audit  has  nine  recommendations  of  which  five  are 
complete.  The  remaining  findings  are  that  FS  develop 
policies  to  ensure  accounting  and  financial  reporting 
systems  meet  the  standards  for  internal  consistency 
established  by  OMB  Circular  A-129  and  the  Treasury 
Financial  Manual  Supplement,  provide  guidance  for  use 
in  compiling  the  Schedule  220.9  to  ensure  that 
duplicate  billings  are  not  included  in  receivables  and 

accounts  are  aged  from  the  original  billing  date,  issue 

guidance  to  describe  the  proper  accounting  treatment 

for  reclassified  debts  and  for  offset  of  cash 

downpayments,  and  establish  a  systematic  method  to 

write  off  uncollectible  accounts.  FS  will  publish 

additional  guidance  by  December  1992.  Action  was 

delayed  because  of  other  high  priority  work  and  limited 

staffing. 

The  audit  has  14  recommendations  of  which  11  are 

complete.  The  remaining  findings  are  that  FS  review 

revised  financial  management  procedures  to  identify  and 

to  reestablish  control  features  that  may  have  been 

deleted,  perform  indepth  financial  management  reviews 

at  the  accounting  centers  that  contributed  to  the  FY 

1988  Anti-Deficiency  Act  violations  and  ascertain 

Funds  To  Be  Put 
To  Better  Use 
(Total) 
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Reason  Final  Action  Incomplete 

The  audit  has  four  recommendations  of  which  three  are 
complete.  The  remaining  finding  is  that  FS  develop 
written  procedures  to  charge  occupational  workers'  and 
unemployment  compensation  to  program  funds  at 
appropriate  levels  to  avoid  adverse  impacts  on  funds 
available  for  brush  disposal  and  other  operations.  The 

FS  requested  a  change  in  the  management  decision  for 
this  recommendation.  This  is  delaying  final  action. 

SOIL  CONSERVATION  SERVICE 

The  audit  has  five  recommendations  of  which  two  are 
complete.  The  remaining  findings  are  that  SCS  recjuire 
reviews  of  all  conservation  plans  developed  for  highly 
erodible  land  conservation.  Conservation  plans  that  do 
not  provide  sufficient  information  to  effectively 
implement  and  maintain  the  conservation  systems  will  be 
revised  or  amended  during  the  review  to  ensure 
conservation  objectives  of  the  Food  Security  Act  (FSA) 

are  accomplished.  Effective  national,  State,  and  local 

controls  are  established  to  ensure  that  FSA  procedures, 

reviews,  and  subsecjuent  revisions  to  the  plans  are 

implemented.  Internal  control  systems  applicable  to 

FSA  operations  are  revised  to  include  provisions  for 

providing  reasonable  assurance  that  the  objectives  of 

the  Federal  Managers'  Financial  Integrity  Act  are 

achieved.  Based  on  the  complexity  of  the  management 

decision,  final  action  will  not  occur  until 

December  1994. 
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Reason  Final  Action  Incomplete 

OOD  SAFETY  AND  INSPECTION  SERVICE 

The  audit  has  four  recommendations  of  which  three  are 
complete.  The  remaining  finding  is  that  FSIS  recjuire 
the  State  Agency  (SA)  to  carry  forward  the  cumulative 
over-recovery  of  indirect  costs  to  the  next  indirect 
cost  rate  negotiation.  Fixed  rates  are  established  for 
FY's  1991  and  1992.  The  remaining  disallowed  costs 
will  be  carried  forward  as  the  opportunity  arises  to 
adjust  a  provisional  rate  to  a  nominal  fixed  rate. 

The  audit  recommended  that  FSIS  issue  regulations  to 
govern  its  plans  to  replace  all  Poultry  Acceptedole 

Quality  Level  Standards  with  Finished  Product 

Standards.  This  initiative  is  being  considered  as  a 
candidate  under  the  extended  regulatory  moratorium. 

The  audit  has  18  recommendations  of  which  6  are 
complete.  The  remaining  findings  are  that  FSIS 
implement  timeframes  to  complete  reviews  of 

applications,  establish  equality  assurance  controls; 

develop  expertise  and  specialization  among  label 

reviewers  to  improve  accuracy  of  approvals;  issue 

policy  to  ensure  that  heat-treated  products  containing 

poultry  are  cooked  to  the  prescribed  minimum 

temperature;  prepare  procedures  for  approval  of  health- 

related  claims,  rec^uire  a  food  technologist  to  certify 

applications  to  show  date  of  review  of  laboratory 

analyses  and  compliance  with  nutritional  labeling 

claims;  implement  procedures  to  track  and  evaluate 

subsequent  analytical  data  submitted  in  support  of 

nutrition  claims;  revise  Nutrition  Labeling 

Verification  policies  to  establish  maximum  allowable 

variances  from  label  declarations  which  occur  after 
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Reason  Final  Action  Incomplete 

performance.  The  1990  Farm  Bill  Amendment  authorized 
user  fees  for  the  Accredited  Laboratory  Program. 
Procedures  to  implement  Accreditation  Fees,  Standards, 
and  Procedures  for  Fees  for  FSIS  Accredited 

Laboratories  are  in  the  final  clearance  process. 

The  audit  has  14  recommendations  of  which  9  are 
complete.  The  remaining  findings  are  that  FSIS  require 
residue  staff  officers  to  contact  producers  and  other 
Government  and  SA's  on  violations,  establish  controls 
to  document  administrative  procedures  used  to 
investigate  the  source  and  cause  of  violations,  ensure 
case  files  are  maintained  properly,  and  ensure 
violations  are  recorded  properly  in  the  Microbiological 
and  Residue  Computer  Information  System.  The 
Contamination  Response  System  directive  is  scheduled 
for  publication  in  December  1992. 

ta 

u 

M 

H 

to 

§ 

M 

The  audit  recommended  that  FNS  implement  procedures  for 

the  monthly  reconciliation  of  the  FNS-155A  with  the 

KC-269A  report  on  the  receipt  of  shipments  by  State 

Distributing  Agencies  and  develop  and  implement 

computer  programs  to  perform  the  reconciliation.  Final 

action  is  pending  the  reconciliation  between  the 

FNS-155A/KC-269A.  Implementation  is  expected  in 

FY  1993. 
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Reason  Final  Action  Incomplete 

The  audit  has  six  recommendations  of  which  one  is 
complete.  The  remaining  findings  are  that  FNS  initiate 
the  sanctioning  process  against  the  SA  to  assist  in 
implementation  of  an  effective  cost  allocation  system; 
determine  whether  fiscal  adjustments  and  recoveries  are 
appropriate  for  the  overclaimed  administrative  costs, 
if  so,  require  the  SA  to  determine  the  amount  of 
improper  claims  for  FY's  1987  through  1990  and  make  the 
necessary  adjustments;  conduct  a  followup  review  to 
ensure  the  propriety  of  cost  adjustments  and  determine 
that  conditions  have  been  corrected;  require  the  SA  to 
implement  a  cost  allocation  system  to  distribute 
personal  services  and  printing  costs;  and  require  the 

SA  to  conduct  sufficient  testing  during  its  internal 
reviews  of  subrecipients  to  ensure  the  propriety  of 
personal  service  costs  claimed.  Administrative  actions 
are  complete,  and  FNS  is  collecting  the  disallowed 
costs  through  a  voluntary  repayment  schedule. 

The  audit  has  15  reconunendations  of  which  6  are 
complete.  The  remaining  findings  are  that  FNS  require 

SA's  to  report  the  collection  status  of  FSP  household 

claims  to  include  the  age  of  delinquent  accounts; 

develop  procedures  to  classify  quality  control 

sanctions  under  appeal  as  collection  action  suspended; 

report  terminated  claims  as  writeoffs;  report  the 

number  of  claims  as  accounts  receivable  and  ensure  that 

a  balance  is  due  on  an  account  before  reporting  it  on 

the  Schedule  220.9,  that  FNS  develop  regulations  to 

permit  the  offset  of  salaries  and  retirement  benefits 

for  Federal  employees  who  owe  FSP  claims;  require  SA's 

to  use  private  collection  agencies  and  to  develop 

procedures  for  routine  referral  of  claims;  develop  a 

system  to  share  delinquent  FSP  household  claim 

information  among  SA's;  pursue  legislative  authority  to 

require  taxpayer  identification  numbers  (TIN);  report 

information  to  credit  bureaus  for  commercial  debts 
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Reason  Final  Action  Incomplete 

The  audit  has  10  recommendations  of  which  8  are 
complete.  The  remaining  findings  are  that  OIRM  require 
USDA  agencies  to  use  OFM's  NFC  inventory  system  for 
tracking  Automated  Data  Processing  (ADP)  equipment  and 
prohibit  agencies  from  maintaining  property  listings 
that  duplicate  those  maintained  at  OFM's  NFC.  Since 

GSA  issued  its  final  reporting  procedures  for  the 
revised  ADP  Equipment  Data  System,  OIRM  is  working  with 

00  and  OFM's  NFC  to  incorporate  changes  and  issue  a 
Departmental  Regulation.  Since  00  is  responsible  for 
maintaining  various  property  inventories,  OIRM  is 
pursuing  the  transfer  of  functional  responsibility  to 

00.  Transfer  of  the  function  is  delaying  final  action. 
OIRM  anticipates  completing  the  transition  by  early  FY 
1993. 
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